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PRINCIPLES OF JOB COSTING 


Fo rewor d The primary job of a manager in a sheet metal company is to 
maximize the firm's profitability. There are three main components 
to profitability—Cost Control, Accurate Estimates and Management 
of Cash Flow. When properly controlled each of these areas will 
lead to improvements in the bottom line. A sheet metal company 
that controls its cost of construction and operations, prepares 
accurate estimates and manages its cash flow can maximize its 
success. 


This manual, Principles Of Job Costing has been designed to 
assist the SMACNA contractor in establishing, operating and 
profiting from job costing. The manual is divided into 4 main 
sections. The first section, Costing Logic describes the concepts 
behind job costing, The Computer as a Job Cost Tool examines 
how computers can be used to assist in the job costing process. 
Section 3, Operating the Job Cost System, provides procedures 
and forms that can be used in setting up your job costing system. 
The final section, Job Cost Reporting provides sample job costing 
reports. 


One key to successful job costing is the establishment of 
operating controls and procedures over the various business 
functions to be performed. Principles Of Job Costing contains 
forms and reports used in collecting and reporting the data 
necessary for the efficient control of your business. Although 
there are many sample forms contained in this publication, the 
use of any of them should be evaluated carefully. Before 
adopting a new form, you must be satisfied that it serves a useful 
function and does not merely contribute “paperwork” to your 
organization. 


Computers are an excellent tool to assist in the processing and 
reporting on job costing information. Throughout this manual, 
you will find sample entry screens and reports from a number of 
different computerized software packages. There are a wide 
variety of good computerized job cost accounting software 
programs available in the marketplace, each designed to meet 
individual needs for job cost information. It is not the intent of 
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Costing Logic 


this manual to discuss the pros and cons of different software 
packages, but to highlight how sheet metal contractors can 
benefit from using computers in their company. 


Needs for job cost information are peculiar to the individual sheet 
metal contractor. That is, what is desirable or even necessary for 
one contractor may be unnecessary or less desirable for another. 
Business size, organizational structure, typical job size, and the 
type of work performed all influence what is a “good” job cost 
information for the individual contractor. 


For these reasons, no attempt is made to present a single method 
or system which will be the best for all companies. Rather, this 
manual serves as a guide for each contractor to customize his 
own job costing system to fit the needs of his own company. With 
the concepts, methods, forms and discussion presented on the 
following pages, each SMACNA contractor can improve his job 
costing system to the point that it is meaningful, timely, accurate 
and relatively easy to operate. This manual is dedicated to 
helping SMACNA contractors achieve these objectives. 


Job Costing is the collection of financial information relating to 
construction activities, accumulated on a job-by-job basis. The 
process of job costing should be viewed as an integral part of the 
general accounting system. 


A major use for job cost information is to compare estimated cost 
with actual cost. Such information can enable management to 
detect problem and opportunity areas in time to capitalize on 
them by taking appropriate action. Furthermore, such 
information can be used to improve the accuracy of future 
estimates. 


From the broad picture of a profit and loss statement for a 
particular period all the way to the detail of the cost of a section 
of rectangular duct, cost information can be arranged to tell 
management what it needs to know about the cost of doing 
business. Exhibit 1, pictures the stairsteps of cost information 
which provide the basic logic by which cost information should 
be accumulated and used. 
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Exhibit 1 
COST "STAIRSTEPS" 


Total 
Company 


Divisions 


Departments 


Activities 


The primary job of a manager in a sheet metal company is to 
maximize the firm's profitability. The results of these efforts are 
shown by the profit and loss statement (also referred to as an 
Income Statement). This financial report shows the profitability 
of a sheet metal contractor within a given period, (whether it be 
one month, a quarter or a year). 


You will note that within the Income Statement reflected in 
Exbibit 2 that there are two main sections—Earnings from 
Construction and Selling, General and Administrative Expenses. 
The upper part of the Income Statement examines the revenue 
and costs for all jobs on which work was performed during a 
period of time. Whether the company has ten jobs or 100 jobs in 
a period, the eventual results of all these jobs are reflected within 
the Income Statement. Although the Income Statement provides 
management with an overall view of the firm's profitability from 
construction, it provides management with very little 
information about the nature of the costs incurred and gross 
profit earned. 
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Exhibit 2 


Sample Sheet Metal Contractor 
Income Statement 
Year Ended December 31, 199x 


Earnings From Construction 
Construction Revenue $2,350,000 
Cost of Construction 1,997,500 
Gross Profit $352,500 
Selling, General and Administrative 
Selling Expenses $ 85,760 
General and Administration 125,200 
Total Selling, General & Administratiive 
Net Income From Operations 
Non-Operating Income (Expense) 
Net Income Before Tax 
Income Taxes 
Net Income After Taxes 


As sheet metal contractors have become more diversified in 
recent years, they have realized the need for departmentalized 
Income Statements. Departmentalized Income Statements show 
the revenue, costs and profits for different types of jobs. Such 
types of work frequently include ventilating sheet metal, 
architectural sheet metal, specialty fabrication and erection, 
heating jobs, air conditioning jobs, etc. The more kinds of work 
your company does, the more imperative it is that you have job 
cost information summarized in a form which allows you to study 
the profitability of the different kinds of work that your company 
is doing. 


Thus, step two in the costing logic, as shown іп Exhibit 3 is the 
break out of the overall company profit and loss statement in a 
way that provides profit and loss data on the different types of 
work performed by the company. Take note that the total 
revenue, costs and gross profit from all of the types of jobs ties 
to the overall company Income Statement (Exhibit 2). 


Exhibit 3 


Sample Sheet Metal Contractor 
Departmental Income Statement 
Year Ended December 31, 199x 


Revenue  Costof Gross 

Department .Earned Construction Profit 
Ventilating Sheet Metal $ 865,000 $ 782,300 $ 82,700 
Architectural Sheet Metal 523,450 435,600 87,850 
Special Fabrication 210,870 179,240 31,630 
Heating 550,000 450,300 99,700 
Air Conditioning 200,680 150,060 50,620 
Company Totals $2,350,000 $1,997,500 | $352,500 


Each *department" of work performed by a company consists of 
a number of jobs that are of that basic type. Whether a type of 
work is particularly profitable or unprofitable depends on what 
happens on each job that falls within that particular category. 
Thus, meaningful job cost information must be arranged so that 
profitability can be analyzed, not only on the basis of the overall 
company (Income Statement) or the different kinds of work 
(Departmentalized Income Statement), but for each individual job 
performed in each period. Ex bibit 4 reflects Sample Sheet Metal 
Contractor's profitability from heating jobs on a job by job basis. 
Take note that the total revenue, costs and gross profit from all of 
the jobs ties to the Departmental Income Statement (Exhibit 3). 


Exhibit 4 


Sample Sheet Metal Contractor 
Earnings from Heating Jobs 
Year Ended December 31, 199x 


Revenue ` Costof Gross 
Job Name Earned Construction Profit 


Farmingdale Exec. Cntr $ 256,780 $211,100 $45,680 


TGIF Restaurant 87,650 75,600 12,050 
7th Street Office Plaza 156,460 128,300 28,160 
Smith Residence 12,360 9,760 2,600 
Maintenance 36,750 25,540 11,210 

Company Totals $550,000 $450,300 $99,700 
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Whether a particular job is profitable or unprofitable depends 
not only on how much cost was incurred, but also what "types" 
of costs were incurred. Consequently, job cost information 
should reveal the amount of cost in the job by category of work 
performed, such as labor, material, equipment, subcontracts and 
all other costs which can be assigned to the job. Therefore, in 
keeping with the stairstep logic, job cost information should 
allow for identification of how much was spent for each category 
of cost within each job as shown in Exhibit 5. 


Exhibit 5 


Sample Sheet Metal Contractor 
Earnings from Farmingdale Executive Center 
Year Ended December 31, 199x 


Revenue .$256,780 


Cost of Construction 
Labor $96,750 
Material 85,720 
Subcontractors 20,090 
Other Job Costs 8,540 

Total Cost of Construction 

Gross Profit 


Particularly on larger jobs, sheet metal contractors should be able 
to identify cost by where in the job these costs occur. This can 
be identified as a phase. As you can see in Ex bibit 6, by phase 
we simply mean some designated cubic area of the total job or 
some process of the job performed off the job such as shop 
fabrication. 


Exhibit 6 
EXAMPLE PHASE COST ELEMENTS 


Description 
Floor #1 
Floor #2 
Floor #3 
Floor #4 


Floor #5 


Building #1 
Building #2 


Building 43 


Plan Section #1 


Plan Section #2 


Equipment Room #1 


Equipment Room #2 


900 General Conditions 
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The next step on the job costing ladder is the activity or cost code 
level. Job activities refer to the type of work being performed by 
the personnel on the job. Exhibit 7, lists some typical activities 
such as moving materials, hanging duct, installing equipment, 
wrapping duct, etc. To keep cost information divided according 
to activity within a phase, we, in effect treat each phase as a 
separate job and collect the costs of each activity done within 
each phase. This type of costing would permit each activity to 
be measured for every floor or some other portion of the job. 
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Exhibit 7 
Example Phase Cost Elements 
Activity 
No. Description Unit Measurement 

100 Fabricate Meta! Ouct Sq. Ft. (ог Pounds) 

102 Fabricate Fiberglas Duct Sa. Ft. 

104 Line Duct Sq. Ft. 

110 Erect Duct — Below Ground Ft. 

112 Erect Duct — on Surface Ft. 

114 Erect Duct — on Ladder Ft. 

115 Erect Duct von Scaffold Ft. 

130 Wrap Duct — on Surface Ft. 
~ 
— — 

159 Piping — Refrigerant Ft. 

152 Piping — Gas Ft. 

154 Piping — Water Ft. 
= = ел ысы зы Са x с A r rÍ 

160 Set Equipment No. of Hours 
мы 
и 

170 Check Test and Start No. of Hours 
175 Balancing 
Y y EE 
смысла Дата алдады аа CE CM а Ды CM CD SU рта тара нана 
200 General Conditions 
210 Supervision 
220 Travel and Subsistence 
230 Delivery 
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The most detailed level of job costing is the unit cost. Unit cost 
refers to ће total cost required to perform some tangible measure 
of work as shown in Exbibit 8. Different sizes of duct, lined or 
unlined, wrapped or unwrapped, round or rectangular, installed 
below ground, within six feet above the floor, or at ladder or 
scaffold height may all be characteristics of the units. 
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Exhibit 8 


EXAMPLE UNIT COST ELEMENTS 


Description Unit of Measurement 
Ducts: 
6" x 18" Ft. 
8" x 12" Ft. 
10" x 16" Ft. 


Fire Dampers 
24" x 24" Count 


25" x 25" Count 


Registers and Grilles 
To 2 Sq. Ft. Count 


2. 4 54. Ft. Count 


Flexible Connections: 


Canvas Ft. 
Rubber я. 
Asbestos Ft. 


= 5 


141 
142 


143 
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Round Duct (Insulated) 


6“ Ft. 
g" Ft. 
10" Ft. 
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Unit costs can be used to measure the total cost of alternative 
materials, alternative methods of fabrication, or alternative 
methods of erection for those different materials installed on the 
job. Unit costs may be expressed as dollars per pound of a 
specific of each piece of installed material on the job, dollars per 
square foot of a particular floor or area of a building, dollars per 
lineal foot of a specific duct line, or any other total cost dollars 
per measurable cost unit. 


In summary, the term “job costing” has many dimensions and can 
be used on any or all of the costing “stair-steps”. Unit costs on a 
particular job can be used to measure the cost of the installed 
unit of material. Activity costing can be used to measure the 
actual cost of the different activities involved in the job. Phase 
costing summarizes the total cost of the activities and units within 
each phase of the job. Total cost tells us the amount of materials, 
labor, etc. as well as the gross dollar cost of the job. By 
summarizing the cost of similar jobs, we can determine 
departmental (type of job) costs and, therefore, measure the 
profitability of different kinds of work. Finally, all kinds of work 
performed in the period can be summarized in the profit and loss 
statement of the company for that period. 


With this wide array of costing steps available, it is essential that 
the requirements of each company be considered before a job 
costing system is chosen. Remember, many steps of job cost 
information can be used. In choosing what levels of cost 
information are needed for your company it is important to 
examine your company’s specific operations both in the field and 
in the office. The remainder of this manual will discuss cost 
information applications and reporting to assist you in 
establishing and operating a job costing system which best fits 
your individual company’s needs. 


Costi ng One of the most important uses of job cost information is to 
St a rts compare estimated costs with actual costs. Comparison of actual 
5 and estimated costs can lead to improved accuracy in the estimating 
With the of future jobs and to the detection of probable cost overruns (or 
H savings) while the job is in process. With this in mind, the first 
E sti m ates principle of a good job costing system is a good estimate arranged 
in the same cost categories used in accumulating actual job cost 

information. 


The following exhibits present some typical estimate summary 
formats which can be used to begin comparing actual to 
estimated job costs, for the various combinations of job, phase, 
activity and unit costing. It is assumed that these formats are 
merely summaries of the actual takeoffs and extensions which 
would have been prepared before the estimate summary is 
finalized. 


Exbibit 9 shows a typical estimate summary for a job on which 
only direct cost totals will be tracked. Exhibit 9, typically would 
be used for small jobs where simple totals of each direct cost 
category (labor, material, equipment, subcontractors and other 
direct costs) will be sufficient for controlling the job cost while 
the job is in progress and for increasing estimating accuracy after 
the job is completed. This format allows for no activity or unit 
costing on the job since the estimate summary is not recapped 
in an activity or unit format. 


Exbibit 10 shows an example estimate summary for a job on 
which phase costing will be used. A job of multi-stories or 
multi-building or even multi-zones can be summarized by those 
various phases to allow for estimated versus actual comparison 
while the job is in process and after completion. By using the 
phase costing format, you can estimate each phase of the job as 
if it were a separate job. Using this type of format you may be 
able to pinpoint cost overrun problems on a particular phase, 
enabling you to take corrective action on future phases instead 
of waiting until the job is completed. 


Exbibit 11 shows a typical estimate summary for a job on which 
activity costing will be used. For each designated activity on the 
job, the estimator enters the direct costs identified for the 
respective columns and then totals each line to establish a total 
for each of the activities being estimated. 
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Exhibit 9 
ESTIMATE SUMMARY 
DIRECT COST TOTALS ONLY 


Department 


Job Name Date 


Job No. 
Direct Costs: 


Equipment $ 


Materials 


Labor 


- Subcontracts 


Other Direct Costs: 


Tota! Direct Costs 
Overhead 
% Eqpt. 
% Materials 
% Labor 
% Subcontracts 


% Other Direct Costs 


Tota! Overhead Applied 
Total Cost 
Net Profit 


Job Price 
@ Fails Management Institute 1972 
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ESTIMATE SUMMARY 
ACTIVITY COSTING FORMAT 


Job Name 

Job No. 

Dept. 

Date а оо E 

Estimator 
Activities 


Description No. 


Overheac: 


% Equipment 


% Materials 


@ Fails Management Institute 1972 Job Price 


E 


355% 


Notice that Exhibits 10 and 11 аге interchangeable. You may use 
whichever layout you prefer by simply interchanging the words 
“activity” and “phase” shown on the two forms. The 
determination of the most desirable form for your company 
should be established on the basis of your company's needs and 
the preferences of your operating personnel, before the forms 
are put in final form. 


Exbibit 12 shows a typical format for an estimate summary for 
a job on which both phase and activity costing will be used. 
Remember that each phase is treated as a separate job for 
determining the total direct cost. Thus, step one is to establish 
the job phases that will be used in estimating and tracking actual 
costs for the job. The second step is to determine each activity 
that will be included in each phase. 


A typical estimate summary for unit costing is shown in Ex bibit 
13. Notice that the form is identical to Exhibit 12 except that a 
quantity column has been added. The columns of Exhibit 12 can 
be used to estimate the direct costs of each unit and those 
amounts then multiplied by the number of units to determine the 
grand total. With this approach actual quantities performed on 
the job can be compared to estimated quantities, enabling you 
to monitor the unit cost of performing a particular activity for 
updating your estimating data base. While the job is in process, 
this type of job costing system may assist in pinpointing problem 
areas in unit costing or labor productivity early enough so that 
corrective action can be taken. 


Exbibit 14 shows an estimate summary format for a job on 
which both activity and unit costing will be used. It is designed 
so that you can collect unit costs within activity as shown in the 
example or, if you prefer, you can collect activity cost within 
units. This change can be accomplished by merely switching the 
major and minor headings (activity and unit) in the example 
format. As an example of when you might prefer to collect 
activities within units, consider the cost of "lining a duct" (an 
activity) where the cost of fabricating a section of duct of a 
specific size is your unit basis. 
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Exhibit 12 


ESTIMATE. SUMMARY 
PHASE AND ACTIVITY COSTING 


Job Name 
Job. No. 
Dept. 
Date 
Estimator Ж 
$ 
Activities É 
Description No. ғ 
Рһаве 
(Activity) 


(Activity) 


(Activity) 


(Activity) — 


(Activity) 


Phase Total 


Job Total 


Overhead: 
а |. 
анн O 
а 
E | | 
B 


% Other Direct Costs 


© Fails Management Institute 1972 


Exhibit 13 


ESTIMATE SUMMARY 
UNIT COSTING FORMAT 


Job Name 
Job No. 
Dept. 
Date 


Estimator 


Unit 


Description No, 


Overhead: 
LL. % Equipment 


ЕТЕ 


| — ковивасом | | 
Total Overhead 
ор 
Kms 
эе 
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Exhibit 14 


ESTIMATE SUMMARY 
ACTIVITY AND UNIT COSTING 


Job Name 
Job No. 
Dept. __ 
Date _ 


Estimator 


с 
еу 
Activities £ ‚© E 
б/у 
Description No. 4 = 
Activity 
(Unit) 


БЕ 

— oj 
EE ИН НЕЕ sssi is (НН нн 
—— | Ll j| | | 
E a ай Пен Бен кан 
ES ІНЕН ШЕК war kam ШК 


(Unit) 
(Unit) 
Activity Total 


| Job Total | | | 


Overhead: 
% Equipment 


— ЗАЙ 
Ex E 
са 
солы ЗИ 


Јор Рпсе 
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Exbibit 15 shows an example format in which phase, activity 
and unit costing are all used. The format shows unit cost 
measurements within each activity within the various phases. 
Although it may be extremely cumbersome to maintain this level 
of detail on an entire job, it may be useful to use this type of 
format in making selective cost studies within a particular job or 
set of jobs. 


The previous exhibits showed a variety of different formats that 
can be used for accumulating and reporting on job cost 
information. The extent of the detailed cost information that you 
build into your actual job costing should consider the size and 
scope of the particular job. Obviously, those jobs which run over 
several months lend themselves to a more detailed costing 
system. Those completed within a few weeks may not generate 
problem areas sufficiently early to affect any corrective action. 


In addition to the project's size and scope specific questions 
should be asked concerning the type of system adopted. Are the 
job totals for equipment, materials, labor, etc. sufficient? Do you 
need those cost types for various phases of the job? Do you need 
to measure the cost of various activities (either independently or 
within phase)? Or do you also need actual versus estimated cost 
on various units of work on the job? In answering these questions 
it is necessary to consider the information that you need to know 
for both controlling the job while it is in process and measuring 
the final costs of a completed job to increase your estimating 
accuracy on future jobs. 


Remember, that the first principle of good job cost information 
is a good estimate arranged in the same cost categories used in 
accumulating actual job cost information. In a future section of 
this manual, procedures for accumulating job cost information 
will be explored. 
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Exhibit 15 


ESTIMATE SUMMARY 
PHASE, ACTIVITY, AND UNIT COSTING 


Job Name Date ю№. 
Department... наста 
© 
e $ 
~ ~ 
е $ ғ 
BgS/S ДУДА. ~ 
Š ES É $ 9 & АЎ 
$ $ ғ š 5 / 4 ó 
Phase : No. © “ + ~ е S A 
Activity 
Unit 


| 
SESI ИС ПНЕ АНА ESSE 


Job Total 
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The Computer 
as a 
Job Cost Tool 


The procedures involved in establishing the specific form of the 
estimate summary used to accumulate actual costs is the same in a 
computerized system as those performed in a manual job costing 
system. Because of the integration and reporting capabilities in a 
computerized environment, the capability of expanding the level 
of cost accumulation is expanded. 


For example, in order to maintain detail of all transactions to 
multiple phases, activities and units in a manual system, you 
need to develop a record keeping system that can accumulate 
costs by each cost category which can often be extremely 
cumbersome. 


In a computerized system on the other hand, the data is 
accumulated in the cost categories identified when the payroll, 
accounts payable, inventory and/or purchase order information 
is entered into the computer. 


By computerizing your job costing, you are not automatically 
afforded the benefits of expanded cost categories. A 
computerized job cost accounting system can be an excellent 
tool to categorize costs into more detailed breakdowns which 
will assist management in making decisions however, the 
categorization is only as good as the information that is reported 
on the time sheet, vendor invoice or purchase order. 


It is extremely important to develop policies and procedures for 
collection of accounting data in order to obtain the full benefits 
that can be afforded by expanding the cost coding structure. 
Forms such as those identified in the “Operating the Job Costing 
System” section of this manual should be used to collect accurate 
information for entry into the computer. 


The method by which phase, activity and unit cost information 
is accumulated will vary by software package. Some 
computerized accounting systems will track costs to a single level 
while others provide the capability of accumulating costs by 
phase, activity, unit cost and cost type. 


Computerized Estimating 

The largest benefit of a computerized estimating system is in 
increased speed and accuracy. Looking up of prices and 
calculating extensions are functions that are easily performed in 
a computerized environment. By speeding up the tedious 
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calculation processes, а computerized system will enable the 
estimator to produce more estimates in less time. In addition, 
with a computerized estimating system more time is available to 
spend analyzing the estimate. 


4 


Many computerized estimating systems will also automate the 
takeoff function. By using computer hardware devises such as a 
digitizer or probe, plans can be automatically taken off, entered 
into the computer, priced and reported on. Many summary and 
detail reports are by-products of the estimating function instead 
of having to be manually created. 


The information included within your estimate is usually in much 
greater detail than the information that is needed to track within the 
job cost accounting system. Irrespective of whether or not the 
computerized estimating is integrated with the job cost accounting, 
it is important to be able to obtain estimate summaries from the 
computerized estimating software in a format that can be used by 
the job cost accounting system. 


In the following Job Estimate Summary Report (Exhibit 16), 
note how details of the estimate are summarized for entry into 
the job cost accounting system. Within the estimating program, 
the contractor takes off a number different material items in 
estimating the cost of material for the job. These material costs 
are then summarized into the particular phases and cost codes 
that will be tracked thru the job cost accounting system. 


Exhibit 16 
Sample Sheet Metal Contractor 
Job Estimate Summary Report 


Estimate No.: EST1050 Project Name: Executive Office Center 
Estimator: Smith Project Location: Route 33, Freehold, NJ 
Customer: Матои Construction Estim. Start Date: January 31, 1990 


Cost | Cost | Item Unit of Unit [Extended| Job Cost 
Phase | Code | Type | Code Description Measure | Quantity | Cost Cost | Estimate 


р | besen на) 2500 | 1875 | dE | — — | 
foreman Tabor ml 5% [2875 [n&7 ОИ 


pur РН ЕККЕН ЕСІЛ БЕН ШЕШЕСІ 
osha] эшш E | 126 ево | — | 
ГГ [messe Coups meh | 1500 iss | 6875 | — — 
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БИН БИЕ ШЕТ 
102 JM2|Journeyman Labor Hour 75.00 1,687.50 


E 
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ES 
| зрна "На | 3000 | 2875 [L45730 | 
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Computerized Job Cost Accounting 

With a computerized job cost accounting system, manual 
accounting processes can be completed quickly and accurately. 
For example, when you process invoices and payments in a 
computerized job cost accounting system, all you need to do is 
enter information from the invoice relating to where the costs 
should be posted and press a key. The information is then 
automatically posted to your Purchase and Cash Disbursements 
Journals, Vendor Ledger, Job Cost Ledger and General Ledger. 
Most systems will even immediately warn you of potential 
overbilling. 


À computerized job cost accounting system will also assist in 
freeing up your accounting staff so they have more time to tackle 
productive tasks, such as producing timely and accurate 
information for management review. Many sheet metal 
companies that have computerized their job cost accounting 
functions have found that the quality of work is higher, the 
number of mistakes fewer, the turnover of employees reduced 
and the general morale in the office has improved. In addition, 
many companies have found that by computerizing their job cost 
accounting operations they were able to grow substantially 
without having to increase the number of people involved in 
accounting functions. 


A computerized job cost accounting system makes it easier for 
the manager of a sheet metal company to closely manage 
incoming and outgoing cash. Decisions on whether or not to 
accept a job can be based not only on profit margin, but also on 
the cash flow position of the company. 
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О р ег ап n а t h e There are a number of different accounting operations which feed 
i actual cost information into the job costing system. These include 
J o b C ostin g Purchasing, Payroll and Inventory. This section of Principles Of 
Sy ste m Job Costing will identify forms and procedures which when 
implemented will assist your company in collecting accurate job 

cost information. 


Material Purchasing 

The best way for a sheet metal contractor to gain control over 
their material costs is to establish a good purchase order control 
system. Under such a system, the material costs are captured 
even before the materials are delivered or the invoice arrives. 


Benefits of a Purchase Order System 

There are many benefits to the establishment of a Purchase Order 
control system. Most importantly, by issuing Purchase Orders 
and committing costs, a contractor has the opportunity to begin 
to look at his job costs even before the invoice arrives. The 
quicker the contractor can see his costs, the more opportunity 
he has to take corrective action. | 


Another benefit of a Purchase Order system is the ability to lock 
in prices. Most suppliers will guarantee a price of materials when 
the PO is issued. By locking in prices while they are low, material 
costs can be significantly reduced during periods of rising prices. 


A third benefit of establishing a Purchase Order control system 
is in the area of planning. A good PO system can assist both the 
contractor and supplier in planning of material deliveries. A 
supplier who knows that they have a sheet metal order to deliver 
to ABC Sheet Metal Contractor in 30 days can do a better job of 
planning his stock so that he will have the entire order on hand 
when the contractor is ready to receive delivery. By issuing 
Purchase Orders and linking delivery to the job schedule, a 
contractor can have better control over the scheduling of his 
labor and subcontractors. 


Use of Purchase Orders can also assist in the area of cash flow 
planning. Having advance knowledge of the dollar amount and 
anticipated timing of purchases can assist in the planning of cash 
requirements. 
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Sheet Metal contractors that issue Purchase Orders to their 
suppliers find that they are able to get better prices for material 
from their suppliers than those contractors that do not issue POs. 
By planning and issuing POs the contractor may be in a better 
position to make a volume purchase of materials for use on 
several jobs. In addition, by knowing the quantity of material that 
a contractor will need ahead of time, the supplier also has the 
opportunity to make volume purchases and pass on the price 
discounts to the contractor. 


Computerized Purchasing 

А computerized system can be used to print and track 
outstanding Purchase Orders by vendor and by job. Using the 
following PO Report for Jobs (Exbibit 17), a sheet metal 
contractor can quickly see the balances outstanding on each 
purchase order issued for a specific job. 


In addition to identifying the status of each item on the Purchase 
Order (ordered, backordered, and received), the PO Report for 
Jobs identifies the cost distribution (cost code) where the 
material will be posted when it is received. 


| Exhibit 17 
PO Report For Jobs 


Job Number: 2 


Job Name: Executive Office Center 
P.O. Number: 12345 
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Р rocessin g Whena material invoice is received it should stamped with the date 
i received. In addition, a processing stamp should be prepared and 
of M ate rial entered onto the invoice. This stamp should include areas for all 
In voices ertinent invoice information. An example of some of the 
D D 
information that you may want to put on the stamp аге: 


General Ledger account number 
Job Number 

Job Cost code 

Due Date 

Discount Date 

Discount Available 

Invoice Amount 

Purchase Order Number 


Approvals 

* Clerical accuracy 

* Quantity and quality (usually field personnel) 

* Secondary approval (required on all invoices over $ X) 


Use of this stamp will expedite invoice processing and remind 
the contractor as to the steps that need to be accomplished in 
processing the invoice. 


Following are some procedures that should be followed in 
processing material invoices prior to their entry into the job cost 
accounting system. 


1. 


Invoices should first be reviewed for clerical accuracy. All 
extensions should be checked. Even if the invoice was 
prepared on a computer, the accuracy should be verified. 
Extension errors due to misplaced decimal points or 
inaccurate conversion factors can even occur in computer 
generated invoices. If the contractor is responsible for 
paying sales tax, both the rate and amount should be 
verified. 


The Job number and cost coding information should then 
be entered onto the invoice. This step is not necessary if the 
contractor has established а Purchase Order system and ће 
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cost coding information has been entered onto the PO. 
Depending upon the size of the organization, the job cost 
coding should be performed by either the project 
superintendent, estimator or project manager. If the field 
personnel have the responsibility of entering the job cost 
codes, the codes may be entered on the receiving ticket 
before it is sent into the office for processing. 


Whoever in the organization is responsible for ordering the 
materials should also be responsible for approving the unit 
price of the material if Purchase Orders are not used. In an 
Purchase Order environment, accounting should be 
responsible for matching the unit price on the Purchase Order 
against the invoice. 


Accounting should match the invoice to the receiving ticket 
to make sure that the quantity of material invoiced was 
actually received. Many times, the unit of measure for the 
material that is delivered differs from the unit of measure 
included on the invoice or the material description between 
the invoice and receiving ticket varies. Contractors should 
demand that their supplier provide them with invoices and 
receiving tickets that contain the same units of measure and 
material descriptions. 


The procedures involved in processing subcontractor 
invoices are similar to those used in processing material 
invoices. The main difference is in the case of a subcontractor 
billing, the project manager or superintendent should review 
each billing to determine whether or not the subcontractor 
has completed the work being billed for. In addition, the 
accounting department should compare the contract and 
previous billing amounts on the invoice to the subcontract's 
file. 


After the invoices have been processed they should be 
entered into the job costing system. In a manual system, this 
entails posting the information to a Purchase Journal, vendor 
subsidiary ledger and job costing. 


Computerized Invoice Entry 


You will note in the following example of a sample invoice entry 
screen from a computerized job cost accounting system (Ex bibit 
18) that the contractor simply entered a unique number assigned 
to the vendor from whom the invoice was received, the invoice 
number, amount and date. All of the remaining information (vendor 
name, due and discount dates and General Ledger account 
numbers) was automatically computed by the software based upon 
information about the vendor that was entered only once. 


Exhibit 18 


Enter New Invoices 


Vendor Number: Premier Premier Steel Corporation 
Invoice Number: 123 


ayment Status 
Pp — . — . . RetenionPayableAccount ______ 


Is the above information correct? O Yes . 


1Help 3GoBack  4Menu 5GoFwd  6GoTo 7Сору 8Delete 


After entering the basic invoice information, the contractor 
simply enters the job where the material is to be charged, the 
amount distributed (if the invoice was for material used on 
several different jobs or cost distributions) and the description 
and quantity of material purchased. All of the remaining 
information is automatically calculated by the software. 


(Exhibit 19) 
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Exhbit 19 | 


Enter New Invoices Sample Contractor 


Vendor Number: Premier Premier Steel Corporation 


2543.00 | Line Item #1 is for @Supplies 
Material | 


Description 15 
38.1 
Account 504 
Quanti HERE накыл лактат 
Еее сеча соц И NC NM M = 


Is the above information correct? O Yes 


1Help 3GoBack ¿Menu 5GoFwd  6GoTo 
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ost Code 
ost Type 


Balance | 254300 
job вае | 
Phase fo — | 
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After the invoice information is accepted by the system, the costs 
and related data are posted to the job, General Ledger and Vendor 
Ledger. The key to this speed and error reduction is in the fact that 
the accounting operations are integrated. Information is entered 
into the system one time and then automatically distributed to the 
applicable accounting journals and ledgers. 


As a result of this integration, reports which can assist a sheet 
metal contractor in controlling costs are immediately available 
once the information has been posted. A variety of computerized 
reports that will assist in controlling job costs are discussed in 
the section on Job Cost Reporting in this manual. 


In addition to speeding up the processing of vendor invoices, an 
integrated Accounts Payable module can be used to automate 
the process of printing checks, 1099's and other applicable 
vendor related tasks. 


A major by-product of computerized accounts payable is upto date 
reporting of the money owed to vendors and subcontractors. Open 
Payables reports are usually sorted by vendor, by due date or by 
job. These timely reports will assist a manager of a sheet metal 
company in making the most of the company cash flow and taking 
the best advantage of available discounts. 


The following Open Payables by Job report (Exbibit 20) can 
be used by a sheet metal contractor to analyze the amount owed 
for materials purchased and subcontractors used on a specific 
job. This information can be used to help plan cash requirements 
on a job by job basis. 


Exhibit 20 
SampleContractor 
Open Payables by Job 


Paid 
Ü Vendor Invoice Item Invoice Due Invoice | To "Bern Net [Рауш 
е Code| Number | No. Description Date Date | Amount | Date | Due Due Status 


Job Number: Sheet Executive Office Center 


L200- | -A[BW&Son | 98772]Delivery of Equip. [12/15/69 | 01/15/90] 250.00] 0.00! 0.00! 25000) Normal 


Vendor Totals: 250. 00 250. ко 


Го Г alio [1285] Bingineering Sere. [12/01/85 [12/55/59] 1500 око 000] подој Normal 


e Gs Ls Rs 
| 104-101] -m| Lumber| 89220|ParialShipment [12/15/89 | 01/30/90| 34230] 0.00| 0.00| 342.30] Normal 


_ |Vendor Totals: 342.30 342.30 


[100-101] -M| Ргетіег — 123|DuctMaterial — |12/15/89 | 01/14/90] 1690.50) 0.00]. 0.00] 1690.30| Normal 
| 100-102] -M| Premier) _ 123|PartialShipment |12/15/89 | 01/14/90| 852.70] 0.00] 0.00| 852.70| Normal 
Ji He Jen EE E Normal 
[ 1486.90| Normal 


Job Totals for Job Sheet Executive Office Center | 6526.30 GE 6526.30 
Grand Totals: | 6526.30 КЕ 6526.30 
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Processing 
of 
Labor Hours 


Reporting of Hours Worked 
Accurate reporting of hours worked is critical to controlling labor 
costs. Not only is it key to have good record keeping of total 
hours but it is extremely important to obtain a breakout of hours 
worked by work item or cost code. 


In designing the documents to be used to accumulate the number 
of hours worked, it is important to consider the fact that this 
information will be used both to process the employees 
paycheck and to enter information into the Job Cost records. 


There are two different approaches to the reporting of hours 
worked. They can be reported by employee or by job. 
Contractors that have employees moving around from job to job 
should develop a system of reporting hours worked by 
employee. For those firms whose jobs are more long term and 
whose employees are not constantly moving between jobs, 
hours worked should be reported by job. 


Reporting by Job | 

Hours worked by cost code should be reported on а daily basis. 
Each foreman or project superintendent should be completing a 
Daily Time Report such as the ones in Exhibit 21 listing the 
hours worked by each employee at each phase, activity and/or 
unit cost. If an employee is working at multiple crafts, which are 
paid at different rates during the day, they should be listed on 
the timecard separately for each craft. In order to reduce errors 
in the cost coding of hours worked the standard cost codes used 
on that job along with a description of the code can be 
pre-printed on the form. 


ЈА 


E 


(5 А 
Qa 


Exhibit 21 
Daily Time Distribution Sheet 


DESCRIPTION OF WORK OR CODING 
E 
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Foreman 
Project 
Contract No. 
Job Мо. 
Date 

ser 
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Reporting by Employee 

For contractors that have employees constantly running between 
different jobs it may be more efficient for hours to be reported 
by employee. Employees should prepare a daily time report 
listing the jobs and cost codes that they have worked on such as 
that presented in Exbibit 22. 


Smaller construction firms may want to use weekly timesheets 
for reporting of hours worked such as the one presented in 
Exhibit 23. If weekly timesheets are used, the employee should 
be responsible for completing the timesheet at the end of each 
day. It is easy for an employee to remember the number of hours 
worked in a given day but hard to look back and record the task 
that you worked on at the beginning of the week. Employers 
should spot check to ascertain that the employee is entering their 
time on the timesheet on a daily basis. 


Reporting on Productivity 

By adding the reporting of productivity information into the 
process of reporting hours worked, a contractor can gain even 
better control over labor costs. Productivity reporting involves 
the tracking of work completed at a given cost code. It should 
be reported in units and should correspond to the method that 
the contractor is using to estimate the job. A form such as the 
Weekly Quantity Report presented in Exhibit 24 can be used 
by the job supervisor for reporting of work completed. 


Verification of Hours Worked 

Reporting of hours worked should be the responsibility of the 
person who is responsible for overseeing the specific work area. 
On larger jobs this person may be the job foreman who in turn 
will report to the superintendent. On smaller jobs, the 
superintendent or project manager may oversee the entire job. 


The superintendent or project manager should be responsible 
for verification of hours worked and cost codes on a weekly 
basis. The project manager should indicate that he has reviewed 
and approved the timesheets prior to the delivery of the 
timesheets to the payroll department. In addition, company 
management should perform spot checks to ascertain whether 
or not hours are being properly reported. 


Exhibit 22 
Daily Time Report By Employee 
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Exhibit 23 
Weekly Labor Cost Report 


EMPLOYEE.  J08 МАМЕ 


JOB МОМВЕП_________________ MAN NUMBER _______________ PERIOD ENDING 


COST SPECIAL | TOTAL TYPE 
IP 
BU UT CODE RATE HOURS 7 | son | мом | Ges == Ел mg 
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Exhibit 24 


WEEKLY QUANTITY REPORT 


Department 


WEEK ENDING 


Job No. 


Job Name 
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TUESDAY 
WEDNESDAY 
THURSDAY 
TOTAL 
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Once the timesheets are sent to the office, they should be 
reviewed with the eye towards looking for possible errors. 
Possible errors should be discussed with the project manager 
prior to the processing of payroll. 


Following is a list of some possible errors that may occur in 
reporting of hours worked: 


1. Reporting of overtime hours when no overtime should 
have been worked. 


Reporting of excessive overtime and premium time. 


Not reporting of overtime if more that 40 hours were 
worked. 


4, NOotime or the wrong time is reported for someone who 
is known to be working. 


5. Time being reported for a person who is known not to 
be working. 


6. Reporting of time to cost codes where work should not 
currently be performed. 


7. Time being shifted from cost codes that are over budget 
to those that are still under budget. 


8. Less than 40 hours are reported for an employee that 
usually works a full week. 


9. Employees working at a craft different than the one they 
usually work at. 


Computerized Payroil Processing 

With an integrated computerized Payroll system, all you have to 
do is enter employee hours worked, press a key and your Payroll 
Journal, Job Cost Ledger, General Ledger and Employee Ledger 
Card will be updated. In the following example of a payroll input 
screen from a computerized job cost accounting system, the 
contractor simply enters the employee code, applicable job 
information, hours worked and quantity of material put in place 
Gif the contractor wants to track labor productivity). All of the 
remaining information on the screen had been entered one time 
when the employee first started working for the contractor. See 
Exbibit 25. 
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Prepare Payroll Entries Sample Contractor Шан 
Employee Number Brown John Brown Cumulative Hours 


Job Sheet Executive Office Center Regular 40.00 
Phase 100 Fabricate 6 x 18 Ducts Overtime 0.00 


Cost Code 101 Premium 
Source TT sous] Mol Те wal Thu] Fil Sa] Sun] 
Labor Expense | 50%) Regular] 800) 800] 00] о oo] 00] oo! 
Check Type @ Regular | — |Ovenime| 00) 00] | о 00) oo] oo! 
Quantity ___________.00] Premium] ` ml ol 00) о 00] oo] оо 


gn 


16.00 


0.560 
0.840 
41.120 


3Go Back Menu SGoFwd 6GoTo  7Cop 8Delete ` 9Next 


Most payroll systems will also compute and report on taxes, 
union benefits and deductions, insurance benefits and other 
miscellaneous benefits and deductions as a by-product of 
entering hours worked. 


In addition to posting hours worked and actual pay to the 
applicable jobs, phases, activities and units, most computerized 
payroll systems provide the ability to automatically update Job 
Cost with the burden (i.e. employer's portion of payroll taxes, 
insurance, union and other company paid benefits) related to the 
employee's gross pay. 


The following Job Labor Costs Register (Ex bibit 26) identifies 
the employees that worked on each job (and cost distributions 
within the job) during the current payroll period. This report can 
be used to assist in analyzing the costs incurred and hours 
worked by your employees on given jobs and within given tasks 
as soon as payroll is processed. 
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Exhibit 26 
Sample Contractor 
Job Labor Costs Register 
— = the Period I AD 15 Jan 1990 


Emp. — — Over- 
Job No. Name Reg. | time Total time Total eg 


ohn Brown | „ле зај ami veel am 
ohn Brown BET ET ERE ај СВЕТО 493.44| 0.00] 
o me EF ЗА Е 

| | | 102| Foley|Dennis Foley | 800] 000] 000! 800] 16104] 000] 0.00] 16104! 0.00 
|__| |104 Gibbs|Terry Gibbs | 3200] 0.00] 000] 3200] 432.00] 000] 000] 432.00] 000 
| | 102] Gibbs|Terry Gibbs | 800] 200] 000] 1000] 108.00) 40.501 0.00] 14850] 0.00 
| |102 Јатез Ѕіеме James | 400] 100] 000] 500] 7400] 2775] 0.00] 10175] 0.00 
| | | 102] ropeziManucitopez| 4000] 000] сој 4000] 85360] 000] 0.00] 853.60] 0.00] 
Phase Totals | 15600| 500] 8.00] 16900] 2934.16] 128.63 161.04|3223.83| 0.00 

| | 104| 101] James|Steve James | 1200] 000] 000] 1200] 22200] 000] 0.00] 22200] 0.00 
| | | 102| JamesSteveJames | 1200] 000] 000] 1200] 22200] 000] 0.00] 22200] 0.00 
| [Phase Totals | 24.00] 0.00] 000] 2400] 444.00] 0.00] 0.00] 44400] 000 
| ЈоЬ Totals = 118000] 500) 08.00] 193.00] 537816] 128.63] 161.04|3667.83| 0.06 
Boo Cana ий НИ 


| [CompanyTotas [мо | вој | 3378.16] [16164] |000 
JL | |. || | Ll so| ____ 193.00! ____ 12863] |6784 | 
Luce EE wed ls: а ad 
E әне „у ре picis Гра АЦ 


Processing 
of Inventory 


Transactions 


Withdrawal of Items From Inventory 
One of the most important items in accounting for inventory 
costs is developing a method for accounting for items of 
inventory that are used on a job. Policies and procedures need 
to be established to account for both the quantity and cost of 
material on the job cost and inventory records. 


When material is needed for a job, the foreman or other 
individual responsible for ordering materials for the job can 
prepare an Inventory Withdrawal Ticket identifying the material 
needed from inventory. The ticket should be а 4 part form similar 
to the one presented in Exbibit 27 which will serve as both а 
requisition for the material as well as a shipping ticket and source 
document for posting information to the accounting records. 


When requesting material to be withdrawn from inventory the 
foreman should enter both the number and description of the item 
that is being taken from inventory along with the quantity needed. 
Care should be taken in using a consistent unit of measure. Material 
may be stored in a different unit of measure then the foreman is 
requesting on the Inventory Withdrawal Ticket. 


At the top of the form the foreman should enter the job number 
and description or location of the job, along with the date that 
the material 15 needed. As part of the scheduling and planning 
process, the project manager should allow enough lead time for 
the material to be delivered to the jobsite. 


In order to ease posting to the accounting records, a different 
form should be used for each job that material is being removed 
for. In addition to entering the job number where the material is 
to be used, the specific cost code relating to each inventory item 
should be entered. 


All forms should be signed by the foreman. In larger 
organizations procedures may be set up to require both the 
foreman's and project manager's signature for materials over a 
certain dollar amount. The Inventory Withdrawal Ticket is acting 
as a Purchase Order and should be treated with the same care 
and control as those afforded to a PO. 


When the material is withdrawn from the warehouse the actual 
quantity removed should be entered by the person responsible 
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Exhibit 27 
Inventory Withdrawal Ticket 


Ticket Number 1001 


Requested By: 


Date: 
Original 


for controlling the warehouse inventory. The warehouse 
manager should keep the completed Inventory Withdraw Ticket 
as a source document for posting to the perpetual inventory 
records. In order to maintain accurate perpetual inventory 
records, it is important that postings from the inventory 
withdrawal tickets be made on a timely basis. 


A duplicate of this form should serve as the delivery ticket (Part 
3 of the Inventory Withdrawal Ticket) and should accompany 
the material delivered to the job site. The job foreman should 
treat the receipt of material received from inventory in the same 
manner as material received from outside vendors. 


The fourth part of the form should be sent to the accounting 
department for use in posting the transaction to the accounting 
and job costing records. In addition, the copy acting as the 
delivery ticket should be forwarded by the foreman to the 
accounting department along with delivery tickets received from 
outside vendors. 


Computerized Inventory 

Due to the quantity of transactions and items within inventory, 
a computerized system is an excellent means of accounting for 
inventory costs. A computerized inventory control system will 
enable the sheet metal contractor to easily account for inventory 
transactions as well as provide additional reporting that will help 
in the inventory control process. 


An integrated inventory system can assist in controlling costs and 
the location of material stored in your warehouse. In addition, 
inventory costs can automatically be posted to the specific job, 
phase, activity, and unit when it is removed from the warehouse 
and used on a specific project. 


The following example of an inventory input screen (Exbibit 
28) shows the transfer of an item out of inventory to a particular 
job. In this example, 75 elbows that have been withdrawn from 
inventory are being charged to job number 2, cost code 102. 
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Exhibit 28 
Transaction Processing 


Transaction # 2 Site: 

Site-Item # 02-269 “ Category: 

Date 01/15/90 Dscript : Elbow-Blk-MI-45D-2" 
Reference ID Quantity 

Price Column 1 On Hand: 900.00 

Unit Price 0.550 On Order: 100.00 

Quantity 75.00 Allocated: 750.00 

Total Amount 41.25 Backorder: 0.00 

From Allocated Y/N Standard Cost: 0.500 


Job Number Price 

Cost Code Column 1: 0.550 /E 
Column 2: 0.600 /E 

G/L Debit (Asset) Column 3: 0.700 /E 

G/L Credit (Revenue) Column 4: 0.000 /E 

G/L Code Inventory Column 5: 0.000 /E 

G/L Code Cogs 


ARROWS MOVE CURSOR F3=CHANGE TX TYPE F2-RECORD F1=MENU 
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Ј о b Cost The control function of management consists of checking actual 
R e p о rt | n g progress to date in comparison to planned progress to date. In other 
words, it is a simple process of checking up to determine where we 
stand now with respect to where we were supposed to stand at a 
particular time during the year or during the course of a job. If we 
simply estimate a job and do not check up on the progress of that 
job until it is completed, then control is impossible. We cannot 
control our job costs if we do not know where we stand. Merely 
playing hunches about how costs may be running with how we 
estimated them is not sufficient. In order to exercise control over 
job costs it is necessary to obtain meaningful reports on a timely 
basis. | 


Just as the establishment of a job cost coding system will vary 
from company to company and job to job, so does the format 
and timeliness of job cost reporting. The amount of detail within 
the report or the frequency of the report should be dictated by 
how often the information is needed and how often a good 
manager will use the information. 


In looking at job cost reports there are three different levels of 
reporting that are available in most programs—summary, detail 
and analysis reports. If there are a number of jobs going on at 
the same time, it may not be necessary to analyze each job in 
detail on a regular basis (preferably weekly). Summary reports 
can be used to assist the manager of a sheet metal company to 
identify and further analyze jobs with potential problems. 


The simplest type of job cost report is one that compares the 
estimated against the actual costs that are incurred on a job 
through a given period of time. The manually prepared Jobs in 
Process Report shown in Exbibit 29 compares estimated to 
actual job cost for materials, direct labor, subcontracts and other 
direct costs. By including a "percent used" line, the reader can 
analyze the report much quicker than if only dollars were 
included. 


By using a report like the Jobs in Process Report by 
Phase/Activity reflected in Exhibit 30, the sheet metal 
contractor can examine job costs in a little more detail. By using 
a report such as this, job costs can be analyzed by type, phase 
and/or activity. 
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Exhibit 29 
Jobs-In-Process Report 
By Job 
Company Name Paga of 
Department en Date 
Other Total 
Direct Sub- Direct Direct 
Job Name Job Мо. Materials Labor contracts Costs Costs 
Estimate 5 $ $ 
Actual 
% Used 
Estimate 5 $ $ $ 
Actual 
% Used 
Estimate 5 $ $ $ $ 
Actual $ $ $ $ 
% Used 
Estimate 5 $ $ $ $ 
Actual 
% Used 
Estimate 
Actual $ $ $ 
% Used 
Estimate 5 $ $ $ $ 
Actual $ $ $ $ $ 
% Used 


© Fails Management Institute 1972 


о 
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Exhibit 30 
Jobs-In-Process Report 
By Phase/Activity 


Company Name 


Job Name 


Ф Fails Management Institute 1972 


of 


Page pages 


Date 


Other Total 
Direct Direct 
Costs 
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Job Number - 3 


48 


Building 25 


The following Job Cost Variance Report generated from a 
computerized job cost accounting system (Exhibit 31) tracks 
costs incurred by cost type. The actual costs incurred on labor, 
material, administrative and other job costs thru the report date 
are compared with the total estimated costs for each cost type. 
The variance reflects the amount that each cost type is over 
budget as in the case of labor in which the actual cost of $5,269.22 
exceeds the estimate of $5,000 or under budget as in the case of 
materials costs. 


Exhibit 31 
Sample Sheet Metal Contractor 
Job Cost Variance Report 


Fabricate and Install Air Conditioning Project Manager: Bob Smith 


1st Floor - Building 25 
Customer: Main Street Associates 


For a project that has been completed, a report such as the one 
in Exhibit 31 will reflect the overall variance between the 
estimate and the actual costs incurred. The report does not 
provide any way to analyze how well the contractor is 
performing since it doesn't reflect any information regarding 
project status. 


The Job Cost Variance report shown in Exbibit 32 provides a 
further example of a simple computerized job cost report. In this 
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Exhibit 32 
Sample Sheet Metal Contractor 
Job Cost Variance Report 


Job #2 - Executive Office Center 


Cost 
Type Description Estimate Actual Variance 


Labor  Fabricate 6x18 Ducts 1,975.00 2,050.00 75.00- 
Material 6x18 Metal Ducts 4,200.00 3,626.10 573.90 
Phase Total 6,175.00 5,676.10 498.90 


Labor  Fabricate 8x12 Ducts 625.00 687.90 62.90- 
Material 8x12 Metal Ducts 1,400.00 1,375.22 24.78 
Phase Total 2,025.00 2,063.12 38.12- 


Labor Line 6x18 Ducts 300.00 322.88 22.88- 
Material 6x18 Duct Liner 1,000.00 1,000.00 .00 
Phase Total 1,300.00 1,322.88 22.88- 


Labor Line 8x12 Ducts 440.00 489.77 49.77- 
Material 8x12 Duct Liner 2,000.00 2,077.30 77.30- 
Рћазе Total 2,440.00 2,567.07 127.07- 


Labor Erect Duct-Surface 2,000.00 2,244.47 244.47- 
Phase Total 2,000.00 2,244.47 244.47- 


Labor Erect Duct-Ladder 4,500.00 4,418.00 82.00 
Phase Total 4,500.00 4,418.00 82.00 


Material Wrapping for Ducts 1,500.00 1,374.83 125.17 
Phase Total 1,500.00 1,374.83 125.17 


Labor Wrap 6x18 Ducts 1,250.00 966.24 283.76 
Phase Total 1,250.00 966.24 283.76 


Labor Wrap 8x12 Ducts 1,250.00 540.00 710.00 
Phase Total 1,250.00 540.00 710.00 


Labor Install Refrig. Pipe 1,800.00 510.22 1,289.78 
Material Refrig. Pipe 1,650.00 1,425.55 224.45 
Phase Total 3,450.00 1,935.77 1,514.23 


Labor Set Equipment 2,800.00 825.01 1,974.99 
Phase Total 2,800.00 825.01 1,974.99 


Labor Check, Test & Start 1,050.00 .00 1,050.00 
Phase Total 1,050.00 .00 1,050.00 


Admin. General Conditions 5,000.00 2,808.72 2,191.28 
Phase Total 5,000.00 2,808.72 2,191.28 
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report a more detailed breakdown is used for classifying costs 
by phase of work. By having this greater detail the contractor is 
able to get a better understanding as to how he did on each phase 
of work that has been completed and can compute its effect on 
the overall project. 


In this example, the contractor has completed work in phases 
101 (fabrication), 104 (lining ducts), 112 (егесі ducts—surface) 
and 114 (erect ducts—ladder) with a positive variance (under 
budget) of $148.36. Knowing that the job is ahead of budget at 
this point means that the contractor only has to be concerned 
with the remaining phases of work coming in on budget instead 
of the overall project. 


Simple job cost reports such as those reflected in Exhibits 31 and 
32 provide management with a view of what has happened on 
the job in the past in comparison to the estimate but do not assist 
the manager in predicting the costs to complete the job. Most 
computerized job cost accounting systems provide reports that 
assist the manager in projecting costs to complete. These reports 
can be helpful both in managing the job and calculating 
over/under billings for recognizing revenue on the percentage 
of completion accounting method on your financial statements. 


These projected costs to complete can be calculated by any or 
all of the following methods: 


° Field Reporting—most computerized job cost accounting 
systems will provide a form (such as the following Job 
Field Worksheet, Exbibit 33), on which field personnel 
can enter either a percentage of completion or quantities 
of material put in place for each cost distribution. This 
information is then input into the computer and used in 
calculating projected costs remaining. 


° Comparison of the actual quantity of material purchased 
for the job against the quantity of material that was 
estimated for the job provides a percentage of material 
costs incurred to date. This percentage is applied to the 
actual material costs incurred to project the additional 
costs that will be incurred for purchases of the same 
material item to complete the job. 


* Comparison of the actual number of labor hours incurred 
on the job against the total estimated hours provides a 


Exhibit 33 
Sample Contractor 
Job Field Worksheet 


Job Number — Sheet 
Executive Office Center 


| Old New | 
Cost Cost % Percentage Quantity 


GMACNA 


Unit of 


Phase Code Description Comp Complete is Report Measure 


100-101 Fabricate 6x18 Ducts 
100-101 6x8 Metal Ducts 100 
100-102 Fabricate 8x12 Ducts 100 
100-102 8x12 Metal Ducts 
104-101 Line 6x18 Ducts 

104-101 6x18 Duct Liner 

| 104-102 Line 8x12 Ducts 

104-102 8x12 Duct Liner 

112- Erect Duct-Surface 

114- Erect Duct-Ladder 

130- Wrapping for Ducts 
130-101 Wrap 6x18 Ducts 
130-102 Wrap 8x12 Ducts 

150- Install Refrig Pipe 


150- Refrig. Pipe 


160- Set Equipment 


170- Check, Test & Start 


200- General Conditions 


No Job Name 
Executive Office 


Farmingdale 1 
Blue's Restaurant 
Building 36 
Building 25 


Company Total 


52 


% 
Com 
74.0% 
48.0% 
10.0% 


64.0% 
96.0% 


62.0% 


percentage of labor hours incurred to date. This percentage 
is applied to the actual labor costs incurred to project labor 
costs to complete. 


° Comparison of actual costs incurred to date against the 
estimate provides a percentage of costs complete. This 
percentage is applied to the actual costs incurred to 
project costs to complete. 


% Tracking the costs that have been committed but not 
yet incurred from outstanding subcontractors or 
Purchase Orders. 


The following Summarized Job Cost to Date Report (Exbibit 
34) provides an example of a summary job report that assists 
management in projecting the costs to complete a job. After 
examining this summary report, the manager can look at a more 
detailed analysis of the jobs that appear to have profits being 
eroded away. 


Exhibit 34 


Sample Sheet Metal Contractor 
Summarized Job Cost To Date Report 


Cost To Date Cost Costs Original Projected 
Year ob Remaining Projected Estimate Variance 


Mon 
1,585.16 
24,920.20 
8,925.22 
4,910.20 
6,729.12 


47,069.90 


Projected Total 


26,742.21 26,742.21 920121 ^ 35,943.42 34,740.00 (12035. 
143,219.33 156,923.33 168,236.00 325,159.33 328,792.00 3,632.6 
94,322.00 94,322.00 1,235.00 95,557.00 79,235.00 (16,322.8) 
20,615.00 20,615.00 11,623.20 32,238.20 35,920.00 3,681.8 
13,927.44 13,927.44 543.00 14,470.44 9,250.00 (5,220. 


298,825.98 312,529.98 190,838.41 503,368.39 487,937.00 (15,451.52 


Looking at the information for job number 2—Executive Office 
Center you will note that this job has been calculated to be 7496 
complete and the current projected costs exceeds the original 
estimate by $1,203.42 (projected variance). 


After examining this summary report Sample Sheet Metal 
Contractor should examine detailed reports on all jobs that have 
a projected negative variance. Analysis of the detailed reports 
will give the contractor a better understanding as to where the 
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projected overruns are anticipated and analyze if any actions can 
be taken to turn the project around. 


The following Job Cost to Date Report (Exhibit 35) provides ап 
example of how a computerized job cost report can be used to 
assist in projecting costs to complete each phase, activity, unit 
and cost type (cost distribution). The projected costs remaining 
for each cost distribution is computed by dividing actual job cost 
to date by the percentage complete and subtracting cost to date. 
The method used by the system to calculate the percentage of 
completion for each category in this report is indicated by the 
corresponding codes:. 


R = Reported percentage which is input by the user 

Q = Computed by dividing the actual units used for the 
applicable activity by the estimated number of units. 

H = Computed by dividing the actual hours accumulated on 
the applicable activity by the estimated number of hours 

С = Computed by dividing actual costs by estimated costs. 


On this report projected costs remaining are calculated by 
Dividing Job Cost to Date by Percent Complete and subtracting 
Job Costs to Date. 


Looking at the Job Cost to Date Report, Sample Sheet Metal 
Contractor can identify the areas where the project is anticipated 
to be over budget. The first area of concern is the labor needed 
to erect the high ducts (phase 114). Even though over 98% 
($4,418.00/$4,500.00) of the costs have been incurred, only 87% 
of the estimated hours have been expended. The system has 
computed that to complete the remaining 13% of the hours 
would cost the contractor $679.69 ($4,418/87%—$4,418.00). 


Another potential problem area is the cost of the refrigeration 
piping material. Thru the date of this report, it costs Sample Sheet 
Metal Contractor $1,425.55 to purchase 80% of the refrigeration 
piping material. At this rate, the remaining 20% of the material 
will cost $356.39 putting this phase of work over budget. 


By having timely job cost reports that assist in determining 
projected costs, a manager should be able to use this information 
in order to take corrective action which may turn potential cost 
overruns into on-budget performance. 
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Exhibit 35 
Sample Sheet Metal Contractor 
Job Cost To Date Report 
Through Period 12 


Job Number — 2 

Executive Office Center 

Fabricate and Install HVAC system 

Customer: Northern Construction 

Project Manager: Frank 

Projected 
Estimated ——- Cost To Рае Cost 
Phase Code Description Comp ..Cost Month _Year_ —Job | Remaining 
100-101-L  Fabricate 6x18 Ducts 100Н 1,975.00 2,050.00 2,050.00 
100-101-M 6x18 Metal Ducts 100Q 4,200.00 3,626.10 3,626.10 
100-102 -L  Fabricate 8x12 Ducts 100H 625.00 687.90 687.90 
100-102-M 8x12 Metal Ducts 100R 1,400.00 1,375.22 1,375.22 
Phase Total 100C 8,200.00 7,739.22 7,739.22 


Cost Cost % 


104-101-L Line 6x18 Ducts 100H 300.00 322.88 322.88 
104-101-M 6x18 Duct Liner 100R 1,000.00 1,000.00 1,000.00 
104-102 -L [Line 8x12 Ducts 100H 440.00 489.77 489.77 
104-102 AM 8x12 Duct Liner 100Q 2,000.00 2,077.30 2,077.30 

Phase Total 100C 3,740.00 3,889.95 3,889.95 


2,224447 2,244.47 
2,244.47 2,244.47 


112 Erect Duct-Surface 100H 
Phase Total 100C 


2,000.00 
2,000.00 


114 


| 130 
130-101 -L 
130-102 -L 


Erect Duct-Ladder 
Phase Total 


Wrapping for Ducts 
Wrap 6x18 Ducts 
Wrap 8x12 Ducts 


87H 
87€ 


850 
72Н 
40H 


4,500.00 
4,500.00 


1,500.00 
1,250.00 
1,250.00 


4,418.00 
4,418.00 


1,374.83 
966.24 
540.00 


4,418.00 
4,418.00 


1,374.83 


966.24 . 


540.00 


679.69 
679.69 


242.62 
375.76 
810.00 


Phase Total 67C 4,000.00 2,881.07 2,881.07 1,428.38 


150 Install Refrig. Pipe 33H 
150 Refrig. Pipe 80Q 
Phase Total 58C 


1,800.00 510.22 510.22 1,020.44 
1,650.00 1,425.55 1,425.55 356.39 
3,450.00 1,935.77 1,935.77 1,376.83 


160 Set Equipment 25H 
Phase Total 25C 


2,800.00 825.01 825.01 
2,800.00 825.01 825.01 


2,475.03 
2,475.03 


170 Check, Test & Start 
Phase Total 


1,050.00 
1,050.00 


1,050.00 
1,050.00 


General Conditions 
Phase Total 


5,000.00 418.22 
5,000.00 418.22 


2,808.72 
2,808.72 


2,808.72 
2,808.72 


2,191.28 
2,191.28 


Job Total 34,740.00 1,585.16  26,742.21  26,742.21 9,201.21 


Company Total 34,740.00 1,585.16  26,742.21 26,742.21 9,201.21 


Intheabove example, after seeing the potential overrun inthe labor 
required to erect the high ducts, the manager may either want to 
bring in a more productive team of workers or a less expensive mix 
of workers to complete this phase of the project. To resolve the 
potential overrun in the cost of refrigeration piping material, the 
manager may want to take another look at the vendor from whom 
the material is purchased to find out if he can get a better price for 
the remaining material that needs to be purchased. 


The following Job Cost Job Report (Exbibit 36) is another 
example of a detailed report that assists a contractor in projecting 
costs to complete for each cost distribution. Percent complete on 
this report is either field reported or calculated by comparing cost 
to date against estimated cost. In addition to showing total 
projected costs at completion for each cost distribution, this 
report compares estimated to actual unit costs. 


Looking at the labor for erecting the high duct (phase 114) a 
manager can identify that it has cost $34.33 per hour to perform 
this task as opposed to an estimate of 30.00 per hour and that the 
unit cost of the piping material purchased to date is $3.56 
compared to an estimate of $3.30. 


Purchase Order Reporting 

Most integrated Purchase Order systems will provide reports 
similar to the Committed Cost Variance Report shown in Exhibit 
37 which factors in the outstanding committed costs in projecting 
costs to complete. 


In analyzing this report, the contractor will note that there are 
outstanding purchase orders for $372.00 of wrapping material 
for ducts. To further analyze what this amount relates to, the 
contractor can review a report similar to the PO Report for Jobs 
(Exhibit 17). 


Since this report only reflects cost categories for which purchase 
orders are issued, further reports need to be reviewed to analyze 
the effect of items which are not covered by Purchase Orders (i.e. 
labor costs). 
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Exhibit 36 
Sample Sheet Metal Contractor 
Job Cost Job Report 


2 Executive Office Center Contract Amount $60,000.00 


Estimated ођ to Date Pct To Date Costat 
Units nit Cost Units nit Cost Comp Variance Compln 
100 * Fabricate Metal Duct 


Labor 100.00 25.00 2,500.00 105.00 24.86 2,610.44 100 110.44- 2,610.44 
Material 1,000.00 5.60 5,600.00 1,210.00 4.74 5,740.22 100 140.22- 5,740.22 
Total 1,100.00 8,100.00 1,315.00 8,350.66 100 250.66- 8,350.66 
102 * Fab. Fiberglass Duct 

Labor 150.00 25.00 3,750.00 148.00 25.14 3,720.45 100 29.55 3,720.45 
Material 2,000.00 3.00 6,000.00 2,000.00 3.15 6,298.53 100 298.53- 6,298.53 
Total 2,150.00 9,750.00 2,148.00 10,018.98 100 268.98- 10,018.98 


104 * Line Duct 

Labor 32.00 25.00 800.00 31.00 754.90 100 45.10 754.90 
Material 1,000.00 .25 245.00 1,100.00 276.00 100 31.00- 276.00 
Total 1,032.00 1,045.00 1,131.00 1,030.90 99 14.10 1,030.90 
112 Erect Duct-Surface 

Labor 80.00 25.00 2,000.00 65.00 1,635.25 82 2,000.00 


114 Erect Duct - Ladder 
Labor 150.00 30.00 4,500.00 120.00 4,120.00 4,500.00 


130 Wrap Duct 

Labor 100.00 25.00 2,500.00 48.00 1,289.33 2,500 
Material 1,000.00 1.50 1,500.00 800.00 1,325.55 1,500.0u 
Total 1,100.00 4,000.00 848.00 2,614.88 5 4,000.00 
150 Piping - Refrigerant 

Labor 60.00 30.00 1,800.00 20.00 510.22 1,800.00 
Material 500.00 3.30 1,650.00 400.00 1,425.55 1,650.00 
Тога] 560.00 3,450.00 420.00 1,935.77 { 3,450.00 
154 Piping - Water 

Labor 40.00 30.00 1,200.00 45.00 1,228.00 1,228.00 
Material 400.00 3.88 1,550.00 425.00 1,645.22 1,645.22 
Total 440.00 2,750.00 470.00 2,873.22 2,873.22 
160 Set Equipment 

Labor 100.00 28.00 2,800.00 25.00 825.22 2,800.00 
170 Check Test & Start 

Labor 40.00 26.25 1,050.00 : 1,050.00 
175 Balancing 

Labor 40.00 30.00 1,200.00 1,200.00 
200 General Conditions 

General 5,000.00 2,390.50 5,000.00 


220 Travel & Subsistence 

General 2,500.00 1,875.23 2,500.00 
230 Delivery 

General 1,000.00 325.00 1,000.00 


Cost 


Cost 


PhseCode Type 


100 101 
102 


104 101 
102 


Material 
Material 


Material 
Material 


Material 
Material 


Admin 


Cost 


Exhibit 37 
Sample Sheet Metal Contractor 
Committed Cost Variance Report 


Estimated Costs Committed Total 


Description Cost Incurred Costs Costs Variance 
6x18 Metal Ducts 4,200.00 3,626.10 372.50 3,998.60 
8x12 Metal Ducts 1,400.00 1,375.22 1,375.22 
Phase Total 5,600.00 5,001.32 372.50 5,373.82 


6x18 Duct Liner 1,000.00 1,000.00 1,000.00 
8x12 Duct Liner 2,000.00 2,077.30 54,90 2,132.20 
Phase Total 3,000.00 3,077.30 54,90 3,132.20 


Wrapping for Ducts 1,500.00 1,374.83 372.00 1,746.83 
Refrig. Pipe 1,650.00 1,425.55 410.00 1,835.55 
Phase Total 3,150.00 2,800.38 782.00 3,582.38 


General Conditions 5,000.00 2,808.72 2,000.00 4,808.72 
Phase Total 5,000.00 2,808.72 2,000.00 4,808.72 


Job Total 


16,750.00 13,687.72 3,209.40 16,897.12 


Labor Reporting 

Exbibit 38 presents a manual weekly labor report which can be 
produced for either the various activities or units of labor on the 
job. If phase costing is used, such a report is normally prepared 
for each phase within the job. The labor report in Exhibit 38 
shows in alphabetic notation rather than in numeric notation. 
Many computerized job costing systems allow users to identify 
job cost codes alphabetically making it easier to identify the 
phase and/or activity. 


Exbibit 39 provides a computerized example of a Labor 
Productivity Report comparing estimated to actual hours to units 
(quantity). By reviewing the Labor Productivity Report in Exhibit 39, 
Sample Contractor will note that his employees are less productive 
than estimated in lining the 6" x 18" ducts on this project. The 
contractor estimated that the employees would complete 50 feet per 
hour (estimated unit labor cost). To date, this work is being 
completed at the rate of 41.67 feet per hour (to date unit labor cost). 


201.40 
24.78 
226.18 


0.00 
(132.20) 
(132.20) 


(246.83) 
(185.55) 
(432.38) 


191.28 
191.28 
(147.12) 
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Exhibit 39 
Sample Contractor 
Labor Productivity 
Original Estimate 
Job Number — Sheet 
Executive Office Center 
Cost Cost Unit of anti Hours Unit Labor Cost 
Phase Code Description Measure Estimated ToDate Estimated ToDate Estimated To Date Variance 
100-101-L  Fabricate 6x18 Ducts Feet 500.00 394.00 100.00 74.00 5.00 5.32 0.32 
100-102-L  Fabricate 8x12 Ducts Feet 1,000.00 563.00 150.00 87.00 6.67 6.47 0.20- 
Phase Totals 1,500.00 957.00 250.00 161.00 6.00 5.94 0.06- 
104-101-L Line 6x18 Ducts Feet 500.00 500.00 10.00 12.00 50.00 41.67 8.33- 
104-102-L Line 8x12 Ducts Feet 1,000.00 650.00 17.50 12.00 57.14 54.17 2.98- 
Phase Totals 1,500.00 1,150.00 27.50 24.00 54.55 47.92 6.63- 
112- -L Erect Duct-Surface Feet 500.00 80.00 6.25 6.25- 
Phase Totals 500.00 ` 80.00 6.25 6.25- 
114- -L Erect Duct-Ladder Feet 1,000.00 150.00 6.67 6.67- 
Phase Totals 1,000.00 150.00 6.67 6.67- 
130-101-L Wrap 6x18 Ducts Feet 500.00 48.00 10.42 10.42- 
130-102-L Wrap 8x12 Ducts Feet 1,000.00 f 48.00 20.83 20.83- 
Phase Totals 1,500.00 96.00 15.63 15.63- 
150- -L Install Refrig Pipe Feet 500.00 60.00 8.33 8.33- 
Phase Totals 500.00 60.00 8.33 8.33- 
160- -L Set Equipment 100.00 
Phase Totals 100.00 
170- -L Check, Test & Start 40.00 
Phase Totals 40.00 
Job Totals 6,500.00 2,107.00 803.50 185.00 8.09 11.39 3.30 


Completed Job Reporting 

In addition to being an absolute necessity during the life of a job, 
job cost information can be of great value after the job is 
completed. Through analyzing the performance on individual 
jobs, the accuracy of future estimates can be improved. Increased 
estimating accuracy enables the company to get more profitable 
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jobs. Furthermore, completed production cost information 
enables the company to decide the areas in which it needs 
production improvement. Companies usually find that such 
reporting also enables them to do a better job of evaluating 
individual employees and their performance on jobs. 


The main point to remember in preparing completed job cost 
information is that it also should be done in the same manner as 
the estimate was prepared. The format of the report is usually the 
same as the in-process reports discussed throughout this manual. 


One way of analyzing completed job information is by obtaining 
a report that provides a detailed listing of job cost transactions. 
By examining a report such as the Job Cost History Report in 
Exhibit 40, a sheet metal contractor can identify all of the costs 
that have been incurred to date, for a specific period or for the 
life of the job. In a computerized environment, all of the 
descriptive information reflected on this report is а by-product 
of the processing of accounting transactions (invoices, payroll 
and inventory transfers). 


Where unit and activity costing are consistent from job to job, 
estimating performance can best be improved by looking at the 
performance of those activities and units on many jobs. Exhibit 
41 presents an example Operation Unit Cost Report for four 
different jobs. The historical file of unit costs provides estimators 
with additional information on how costs are really running in 
the field and in the shop. Using this increased knowledge, 
estimators should be able to sharpen their accuracy in predicting 
what various units or activities will cost on future jobs. 


Financial Reporting. 

As discussed earlier in this manual, job costing provides the detail 
behind the “Earnings From Construction” section of the Income 
Statement (Exhibit 2). Because of the unique aspects of 
construction accounting, in which progress billings do not 
necessarily match the accumulation of the costs of construction 
in progress, it is often necessary to adjust Earnings from 
Construction to reflect revenue recognized under the Percentage 
of Completion method of accounting. 


A report such as the Contracts in Progress Report shown in 
Exhibit 42 can be used to identify the amount of over/under 
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Exhibit 40 
Sample Contractor 
Job Cost History 


job Number — Sheet 


Name — Executive Office Center 


Ven/Emp Inv. Chk 
Number No. No. Phase 
Brown 100-101 


Foley 100-101 


Gibbs 100-101 


100-101 
100-101 
100-102 


Premier 
Premier 
Brown 


Foley 100-102 


Gibbs 100-102 


James 100-102 


Lopez 100-102 


100-102 
100-102 
Phase 100 Totals 


Premier 123 
Premier 187 


James 104-101 


89220 104-101 


104-102 


Lumber 
James 


Phase 104 Totals 
BW & Son 98772 200 
Lion 1289 200 


Phase 200 Totals 


Job Sheet Totals 


Cost 
Code 


-L 


-L 


Description 
No Burden Calcu 


No Burden Calcu 


No Burden Calcu 


Duct Material 
On Account 
No Burden Calcu 


No Burden Calcu 


No Burden Calcu 


No Burden Calcu 


No Burden Calcu 


Partial Shipment 
Partial Shipment 


No Burden Calcu 


Partial Shipment 
No Burden Calcu 


Delivery of Equip 
Engineering Ser 


Date 
15 Jan 1990 


15 Jan 1990 


15 Jan 1990 


30 Dec 1989 
30 Dec 1989 
15 Jan 1990 


15 Jan 1990 


15 Jan 1990 


15 Jan 1990 


15 Jan 1990 


30 Dec 1989 
30 Dec 1989 


15 Jan 1990 


30 Dec 1989 
15 Jan 1990 


30 Dec 1989 
30 Dec 1989 


Qty./ 
Hours 
82.00 
16.00 


115.00 
26.00 


197.00 
32.00 


300.00 
325.00 
172.00 

24.00 


48.00 
8.00 


75.00 
10.00 


20.00 
5.00 


248.00 
40.00 


250.00 
500.00 
2332.00 
161.00 


500.00 
12.00 


100.00 
650.00 
12.00 
1250.00 
24.00 


Inc. Admin. Equip. 


Labor Mat'IContr.Oiher 


328.96 


704.54 


432.00 


3223.83 
222.00 


3667.83 


Sub 


1690.30 
1789.10 
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Exhibit 42 
Sample Contractor 
Contracts in Progress 


Job Current Costs To Est Costs Total Est, Percent Revenue Billings Over Under 
* Contract Date То Complete | Costs Complete Earned To Date Billings Billings 


90-10 52,250 36,681 10,919 47,600 77.06% 40,264 40,000 264 
90-14 785,000 704,793 14,822 719,615 97.94% 768,831 750,000 18,831 
90-15 55,000 9,219 30,200 39,760 23.19% 12,753 25,000 12,247 

90-19 197,107 26,761 100,308 127,069 21.06% 41,511 55,000 13,489 

90-20 212,847 91,824 79,006 170,830 53.75% 114,409 105,000 

90-23 50,732 26,319 12,746 39,065 67.37% 34,178 30,000 

90-24 597,791 268,375 295,374 563,749 47.61% 284,581 305,000 20,419 

90-25 19,014 5,111 10,100 15,211 33.60% 6,388 6,500 112 


$1,969,741 $1,169,083 $553,475 $1,722,899 67.86% — $1,302,915 $1,316,500 $46,267 $32,682 


billing on your jobs. The information from this report can be 
used to make the necessary journal entries to recognize revenue 
from jobs in progress under the percentage of completion 
method of accounting on your financial statements. In addition, 
a report such as the one presented in Exhibit 43 will provide 
information needed by your bonding company. 


The percent complete is calculated by dividing the costs to date by 
the total estimated costs (costs to date plus projected costs 
remaining). Percent complete is multiplied by the contract amount 
to determine the amount of revenue that should be recognized 
under the percentage completion method of accounting. 


Over/under billing is determined by comparing the revenue 
recognized with the amounts billed (which can be automatically 
updated when billing is integrated with the computerized job 
cost accounting system). 
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Total 
Job Name Contract 


Exec. Office 38,750.00 
Farmingdale I 350,000.00 
Building 36 35,000.00 
Blue's Resturant 85,000.00 
Building 25 19,000.00 


Company Total 518,750.00 


Billings 
To Date 
28,750.00 

178,900.00 
25,000.00 
69,750.00 
10,000.00 


312,400.00 


Exhibit 43 
Sample Sheet Metal Contractor 
Cash Flow Report — By Job 


Net 
Cash Accounts Total Costs Payments Current Receivable 
Received Receivable Est. Costs To Date To Date Payables (Payable) 


10,500.00 18,250.00 35,920.00 20,615.00 15,432.00 6,526.30 11,723.70 
125,000.00 53,900.00 328,792.00 156,923.33 67,432.00 89,491.33 (35,591.33) 
15,000.00 10,000.00 31,250.00 18,795.00 13,267.50 5,527.50 4,472.50 
43,200.00 — 26,550.00 — 79,235.00 94,322.00 73,421.33 20,900.67 5,649.33 


0.00 10,000.00 9,250.00 13,927.44 10,114.20 3,813.24 6,186.76 


193,700.00 118,700.00 484,447.00 304,582.77 179,667.03 126,259.04 (7,559.04) 


Cash Flow Reporting 

Cash flow reports, such as the one presented in Exhibit 43 can 
also become a by-product of your job costing system. By 
examining the Cash Flow Report—By Job the contractor will first 
see that there are not enough receivables to cover outstanding 
job related invoices for the company as a whole. Further analysis 
of this report identifies a potential cash flow problem on one 
particular job (Number 400—Farmingdale D. In order to meet the 
current cash requirements on this job, the contractor will need 
to further analyze the cash needs of this job by examining details 
behind the open payables and receivables for this job. 
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C onc | usion This manual has presented the various techniques that can be used 
for job costing and has mentioned many ways in which this 
information can be used to make a sheet metal company more 
successful in its operations. Remembering that no two companies 
are alike and not even two jobs are alike, you can decide upon 
some basic reporting criteria for your individual company. The 
overall company, the department, the kind of work, the phases of 
work, the activities, the units are all steps of detail which you should 
consider in establishing the kind of reporting system that you will 
have. 


Obviously, accuracy will always be of high importance since 
inaccurate information may be more dangerous than no 
information at all. Remember to keep your own costing system 
as simple as possible, yet as meaningful as required. 


This manual has also identified a variety of benefits that can be 
obtained by computerizing the job cost accounting and 
estimating operations of a sheet metal company. Since each sheet 
metal company is unique in its own way, management should 
identify the specific needs and wishes of their company in 
determining the computerized job cost accounting software that 
is right for them. | 


Company after company have found that job cost information, 
used correctly, enables them to become more successful than 
would have otherwise been possible. In the design and 
operation of your own system and in the selection and 
implementation of a computerized system, remember that the 
costing system should serve the needs of management. 


